Upon a worker's death, Social Security pays benefits to each minor or disabled child and to the worker's widow(er), provided a child of the worker is in his or her care. Although remarriage has no effect on a child's eligibility for benefits, the benefit going directly to the widow(er) terminates if he or she remarries. One policy rationale for the marriage termination provision is to ensure a well-targeted and less expensive Social Security program. That is, a widow(er) who remarries has access to his or her new spouse's income and is in less need of support from a public program. On the other hand, the termination provision may affect marriage decisions, with some widow(er)s not remarrying and others postponing marriage.
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In the income tax literature, when a couple faces a higher (lower) tax bill as a married couple than as two single individuals, it is said that the couple, in effect, faces a marriage penalty (marriage subsidy). We use this terminology for this paper; the amount of Social Security that would be lost if a widow(er) remarries is referred to as the "marriage penalty." We show that the dollar amount of the penalty depends on the primary insurance amount of the deceased worker, the number of children in the family, and the widow(er)'s earnings. The median penalty faced by widow(er)s receiving benefits in 2001 is found to be large (around $4,100 per year). However, the penalty varies substantially across widow(er)s. While more than 20 percent of widow(er)s face no penalty, 10 percent face an annual penalty in excess of $10,920 per year.
_____________________

Introduction
Although there has been a recent policy focus on marriage penalties in the income tax system, researchers have also documented penalties associated with other government policies. Historically, for example, a large literature developed focusing on the marriage penalties in the old Aid to Families with Dependent Children (AFDC) program. 1 Concerns over how marriage penalties might affect the well-being and development of children motivated this literature. Despite concerns regarding the well-being of children, researchers have virtually ignored marriage penalties in the Social Security program for families with widow(er)s caring for minor or disabled children.
2 Social Security pays benefits to each minor or disabled child and to the worker's widow(er) provided a child of the worker is in his or her care. Although remarriage has no effect on a child's eligibility for benefits, the benefit going directly to the widow(er) terminates if he or she remarries. We find that the median marriage penalty faced by widow(er)s is large (around $4,100 per year).
The child-in-care program affects a sizable number of survivors. At the start of 2001, there were 240,000 persons entitled to child-in-care widow(er) benefits, with over 400,000 children in their care. There is a substantial amount of turnover in the entitled population, such that during the 5-year period 1996 through 2000, about 500,000
widow(er)s were entitled at some point to benefits on the accounts of deceased workers.
These 500,000 widow(er)s cared for a substantial number of children-more than a million children had established entitlement to benefits on these accounts by the end of 2000.
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Unlike private insurance, social insurance systems such as the U.S. Social Security program often have provisions that limit or stop payments based on beneficiaries' ability to support themselves. Widow(er)s who remarry presumably receive economic support from their new spouses and are in less need of support from a 2 See Moffitt (1998) for a discussion of the AFDC literature and Alm, Dickert-Conlin, and Whittington (1999) for a discussion of the income tax literature. With regard to Social Security, only one other paper has focused on marriage penalties in the Social Security system (Brien, Dickert-Conlin, and Weaver 2001) . The authors consider the remarriage penalty facing aged (not child-in-care) widows whose deceased spouses worked in Social Security-covered employment. They find that the 1979 law that reduced the penalty for remarriage over age 60 resulted in more widows aged 60 or older remarrying and that marriage rates among widows drop immediately prior to age 60 and increase at age 60. Social Security determines the initial maximum in the year the worker dies or, if it is earlier, the year the worker is first eligible for Social Security benefits (that is, age 62 or disabled). From the date it is determined, Social Security annually adjusts the maximum and the PIA for inflation. The dollar bend points of the formula used to determine the initial family maximum benefit adjust each year for wage growth in the economy. 9 The family maximum is never below 150 percent of PIA and is never above 187.5 percent of PIA.
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To see how the family maximum affects marriage penalties, consider a family of three (a widow(er) and two children) whose maximum is 187.5 percent of PIA. Although each family member's original benefit amount is 75 percent of PIA, the family maximum will allow each member to be paid only 62.5 percent of PIA (for a total of 187.5 percent).
If the widow(er) remarries, his or her benefit stops but the two children then receive their full original benefit amounts of 75 percent of PIA. The family's total benefit following remarriage would be 150 percent of PIA. The actual monthly marriage penalty to the family, therefore, is 37.5 (that is, 187.5-150) percent of PIA.
We calculate the penalty at the family level for two reasons. First, the widow(er)
probably controls the family's Social Security payments regardless of whether he or she 9 The family maximum formula has a somewhat different structure for years prior to 1979. 10 This result is not specific to the 2001 family maximum formula. Because Social Security annually adjusts each bend point by the same factor, it will always be the case that the family maximum ranges from 150 percent of PIA to about 187.5 percent of PIA.
receives a benefit himself or herself. Second, measures of economic well-being, such as the U.S. poverty measure, are typically based on family income.
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In general, we write the monthly marriage penalty as the difference between the family benefits when the widow(er) and the children are eligible, B U , and the family benefits when only the children are eligible, B M :
where N denotes the number of children and FMAX is the family maximum that applies. The formula indicates that, in addition to PIA, the number of children present is a major determinant of the penalty size. Chart 1 depicts this relationship in monthly dollars for 2001. When only one child is present, B U is 150 percent of PIA and B M is 75 percent of PIA. Since the family maximum is never below 150 percent of PIA, it is not a factor in the penalty calculation in this case, and, consequently, the monthly penalty is always 75 percent of PIA. When three or more children are present, the family maximum binds regardless of whether the widow(er) receives benefits, that is, B U and B M both equal the family maximum. Therefore, the penalty is always zero when three or more children are present. When two children are present, the penalty depends on the PIA. One interesting result in the case of two children is that if the PIA is low (that is, below the 11 The poverty measure is based on a particular definition of the family: individuals related by blood or marriage who reside in the same household. Our definition of family is based on Social Security program features: individuals who receive benefits on the same deceased worker's record. This definition of family has some advantages. For example, it includes dependent children who do not reside with the widow(er), such as a disabled child in an institution. It also has some drawbacks. Although the widow(er) usually is the mother/father or stepmother/stepfather of the children on the deceased worker's account, this will not always be true. 12 This is $7,752 above the exempt amount of $10,680 and the widow(er)'s Social Security must be reduced by $3,876 (that is, 7,752 * 0.5). This is equal to exactly 6 months of Social Security benefits, so SSA would not pay the widow(er) his or her $646 benefit for the first 6 months of the year.
Because the widow(er) does not receive a benefit, the family maximum does not bind and the children, in those 6 months, would get their full 75 percent of PIA. So, for the first 6 months, the family receives 150 percent of the PIA ($1,551 a month In sum, the monthly marriage penalty faced by a widow(er) depends on the number of children, the PIA, and his or her earnings. The lifetime penalty depends, additionally, on the ages of the children, particularly the age of the youngest child.
Child-in-care widow(er) benefits typically terminate when the youngest child reaches age 16. Widow(er)s with very young children who remarry forfeit benefits for a number of years.
Calculating Marriage Penalties in the Child-in-Care Program
To characterize the size of the marriage penalties faced by actual recipients of the childin-care program and how these penalties vary by recipient characteristics, we use a weighted 10 percent sample of SSA's administrative records. 13 As with estimates of marriage penalties in other contexts, we stress that these penalties arise from changes in Social Security benefits simply because of a change in legal marital status and that we are ignoring all other costs and benefits of marriage.
We estimate that, at the start of 2001, there were 239,140 widow(er)s entitled to child-in-care benefits from Social Security. In Table 1 , we divide these widow(er)s into three distinct groups: no marriage penalty because of the earnings test, no marriage penalty because of family maximum provisions, and a positive marriage penalty. 14 We include summary statistics to relate these groupings to the previous discussion of how marriage penalties arise in the child-in-care program.
Note that, for 14.5 percent of widow(er)s (that is, Group A in For approximately 43,000 widow(er)s (Group B) and their 130,000 children, family benefits will equal the family maximum regardless of remarriage. Recall from the earlier discussion of program rules that these zero-penalty cases occur in all large families (three or more children) and in families with two children and a low PIA.
Consistent with this discussion, the average number of children in these families is high (3.0) and the average PIA is low ($772).
Still, the majority of families, 67.4 percent, do face positive marriage penalties.
Not surprisingly, in these Group C cases, the average number of children (1.3) is low and the average PIA ($986) is high.
To get a better sense of the distribution of penalties, we use equation 3 to calculate penalties for all widow(er)s in Groups B and C. 17 Table 2 Summary statistics for several subgroups of the widowed population are presented in Table 3 . Recently entitled widow(er)s-those entitled during 2000-have penalties that are somewhat lower than those for the overall widow(er) group. The mean penalty ($4,230) and the median penalty ($3,910) are $560 and $180 less than the mean and median of the overall widow(er) group. One explanation for this difference is that the entire pool of widow(er)s may disproportionately be persons with high penalties who chose not to remarry precisely because of the penalty. Recently entitled widow(er)s have not had much time to remarry and may reflect a less select distribution.
Marriage Penalties in the Income Tax Literature
A large literature exists that documents the size of marriage penalties in the U.S. tax code. In addition, several studies within this literature have measured the effect of tax penalties on marriage decisions. In this section, we review the tax literature, compare its findings with results from our work, and discuss its relevance (and limitations) to assessing the effects of Social Security rules on marriage decisions.
The Congressional Budget Office (CBO) and the Office of Tax Analysis in the Department of Treasury conducted two of the more recent studies on the size of marriage penalties in the U.S. tax code. Using its "Basic Measure," CBO found that 42 percent of married couples in 1996 faced a tax penalty, which had an average annual value of $1,380 (Congressional Budget Office 1997). The Department of Treasury study found that 48 percent of couples incurred a marriage penalty, with an average value in 1999 of $1,141 (Bull and others 1999) . These are well below the average penalty reported in Table 3 (2000) and Feenberg and Rosen (1995) . Again, these values are well below the average reported in Table 3 for child-in-care widow(er)s.
Studies have found that tax laws have small but statistically significant effects on marital decisions. Alm and Whittington (1995) , using time series variation in marriage penalties over the 1947 to 1988 period, found that aggregate marriage rates decline as Mean number of children penalties increase. A follow-up study (Alm and Whittington 1999) that used individual longitudinal data also found a negative relationship between penalties and the probability of marriage. At the mean value of the variables, a 10 percent increase in the marriage penalty lowered the probability of marriage by 2.3 percent; much higher elasticities were found at maximum levels of tax penalties. Other economic variables (for example, the potential additional income provided by a spouse) were also found to be important determinants of marriage. Alm and Whittington (1999) apply their results to one policy discussion, namely, the federal tax changes of 1993. They cite figures indicating that the marriage penalty of a representative low-income person increased by $465. Their empirical results imply such a change would lower the probability of marriage for low-income persons by about 3 percent.
Some research has focused on whether marriage penalties affect the timing of marriage. Sjoquist and Walker (1995) , Gelardi (1996) , and Alm and Whittington (1996b) found that couples timed their marriages to avoid paying a tax penalty for 1 year.
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Given that researchers find that marriage penalties in the tax code affect marital decisions and we find the penalties in the child-in-care program are higher than those in the tax code, it is plausible that these penalties discourage some marriages or encourage some couples to postpone marriage while the widow(er) is eligible for benefits. 19 Of course, a complete analysis of marriage decisions-which is beyond the scope of this paper- 18 For a study that examines how marriage penalties are affected by the interaction between the tax system and government transfer programs, see Dickert-Conlin and Houser (1998) . 19 Studies from the income tax literature are not restricted to families with minor or disabled children, so results may not directly apply to child-in-care widow(er)s. However, we also note that the AFDC literature has found marriage effects (Moffitt 1998 Although we do not conduct a complete analysis of marriage decisions for these widow(er)s, we believe it is a topic that researchers should consider in the future.
Economic and demographic studies have found that marriage, in general, is associated with improved health, higher income, and better outcomes for children (Waite 1995) .
Thus, research on remarriage has the potential to inform policy discussions regarding the well-being of widow(er)s and their children.
Conclusions and Future Research
Although the marriage termination provision in Social Security's child-in-care program helps ensure a well-targeted program, it does produce sizable marriage penalties. These marriage penalties are larger than those that have been documented in the U.S. tax code and, because of their size, probably do affect some marriage decisions. For example, 50 percent of widow(er)s face an annual penalty of $4,090 or more, and 10 percent face an annual marriage penalty in excess of $10,920 per year. Because of larger family sizes and lower PIAs, young widow(er)s tend to face relatively smaller penalties. However, among widow(er)s aged 35 or younger, the median penalty is still substantial ($3,140).
The results in this paper raise a number of additional questions and suggest some important avenues for future research. Because of the family maximum, some widow(er)s do not actually face a marriage penalty (that is, their terminated benefits would be redistributed to their children). Whether these widow(er)s perceive a penalty is unknown -some may not understand that benefits will be redistributed. Future research on how individuals perceive penalties may be warranted. Also, given the size of the penalties (and the results from the income tax literature), it is likely that the termination provision affects some marriage decisions. However, we have not measured the magnitude of this effect, nor have we assessed whether the provision is more likely to cause postponement of marriage (as opposed to never remarrying). The welfare implications in the postponement case are serious (that is, postponing marriage while children are in the household may affect the children's well-being) but are of less concern than in the never-remarrying case (which has implications for the children's well-being and for the widow(er)'s well-being later in life). Measuring the effect of the termination provision is difficult because child-in-care widow(er)s are not typically represented in large numbers in federal surveys (which contain extensive information on financial and personal characteristics). However, future research may be able to combine these widow(er)s with other groups (that face marriage subsidies or penalties) in a general model that relates financial and personal characteristics to marriage decisions.
